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i. 


KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars unless otherwise noted) 


Domestic Economy 
Population (millions) 
Population growth (%) 
GDP in current dollars 
GDP per capita, current dollars 
Consumer price index (% change) 


Government Finances 
Revenue (excluding grants 
as % of GDP) 
Expenditures 
Foreign Exchange Reserves 
Off. reserves 
(months of imports) 
Gross National Savings 
(% of GDP) 


Balance of Payments 
Exports, FOB 304.8 312.8* 
Imports, FOB 593.0 613.5* 
Trade Balance -288.2 -300.7* 
Current Account Balance -335.5- -362.4* 
Foreign Direct Investment 1.6 1.8 N/A 
Foreign Debt 756 833.9 865 
Debt Service 39 aeca 54.5 
Avg. Exchange Rate (CFA per USD) 319 272 282 


U.S.-Burkina Trade 
U.S. Exports to Burkina Faso (FAS) 10.8 
U.S. Imports from 
Burkina Faso (CIF) 
U.S. Trade Balance 
U.S. Share of Burkinabe 
Exports (%) 
U.S. Share of Burkinabe 
Imports (%) 
U.S. Bilateral Economic Aid (FY) 


* Estimated figure 
N/A -Not Available 


Sources: Government of Burkina Faso, Banque Centrale des Etats 
de 1'Afrique de l'Ouest (BCEAO), World Bank, U.S. Department of 
Commerce, International Monetary Fund, USAID. 





Be 
I. SUMMARY 


Burkina Faso is a small, landlocked Sahelian country with 
almost 90 percent of its population employed in subsistence 
agriculture. The fragile economy remains dependent on a 
climate in which rainfall can vary dramatically from year to 
year. Demographic pressures place increasing strain on the 
country's poor and eroded soil; the population growth rate -- 


2.6 percent in 1989 -- is estimated to have increased to 3.1 
percent in 1991. 


Political conditions have stabilized following presidential 
elections in December 1991 and legislative elections in May 
1992. President Blaise Compaore, running unopposed, won the 
Presidency in December. His political party, the Organization 
for Popular Democracy (ODP/MT), won 78 of 107 seats in the 
National Assembly in the May balloting. Opposition parties 
protested what they alleged was widespread vote rigging and 
fraud, but did agree to participate in the first government of 
the Fourth Republic, which took office at the end of June 1992. 


Economic conditions in Burkina Faso improved significantly in 
1991. Real GDP grew at an annual rate of 6 percent, exceeding 
International Monetary Fund (IMF) and World Bank projections of 
4 percent. The first effects of the 1991-93 structural 
adjustment program have been positive, but it is generally 
expected that the harshest adjustments are yet to come, as 
public spending is brought under stricter control and state 
enterprises are restructured and privatized. 


A rise in 1991 in real GDP resulted primarily from increased 
agricultural production due to good rains; it occurred despite 
downturns in mining and textiles, two of Burkina's most growth- 
Oriented industries. One of Burkina Faso's parastatals, the 
Societe des Fibres Textiles (SOFITEX), has experienced 
difficulties because of the fall in world cotton prices; 
another, the Societe de Recherche et d'Exploitation Miniere du 
Burkina (SOREMIB), is struggling under a $30 million debt and 
is seeking outside investment to stay alive. Gold production 
dropped 26 percent (8,880 to 6,500 pounds), lower than any year 
since 1985. The agricultural sector, however, boosted by good 
rains, registered a 36 percent increase in cereals production, 
resulting in an estimated 1991 cereal surplus of approximately 
250,000 metric tons. 


The structural adjustment program, begun in March 1991, has 
produced some promising results. The program has met its goal 
of 4 percent inflation and exceeded its real GDP target. Debt 
arrears have been reduced by $83 million, exceeding projections 
of $50.4 million, and the current account deficit was maintained 
at around 14 percent of GDP. Four enterprises have already 

been wholly or partially privatized, and the government 





nile 


is energetically supporting further efforts at reducing state 
ownership in all sectors. The newly revised investment code 
and a planned revision to the mining code promise more 
favorable circumstances for private and international 
investment. 


II. CURRENT ECONOMIC SITUATION AND TRENDS 


Overview: During 1985-88, GDP growth rates rose in every 
sector. The primary sector (agriculture, livestock, forestry 
and fishing) grew an average of 10 percent annually. The 
secondary sector (manufacturing, mining, energy, water, 
construction., and public works) grew at 6 percent annually 
due to mining and manufacturing increases. The tertiary 
sector (commerce, transport, storage, telecommunications, 
services, and public administration) also grew at an average 
annual rate of 6 percent, the result of an increase in public 
administration. 


In 1989 and 1990, the agricultural sector was badly hit by two 
consecutive years of insufficient rains which slowed growth in 
the primary sector. Abundant rains in 1991 boosted growth and 
helped Burkina Faso exceed projected GDP growth despite 
weakness in the secondary sector. Growth in the secondary 
sector was boosted in 1990 by strong performances in mining, 
manufacturing, and construction, particularly public works 
projects. Growth in 1991 remained strong, despite difficulties 
in the export sectors of mining and textiles. 


Provisions of the 1991-93 structural adjustment program will 
affect future GDP trends. The plan aims at achieving an 
annual real growth rate of 4 percent in 1991-93. Efforts to 
increase agricultural production and expand private sector 
activities are central to realizing this sustained increase. 
Initial 1991 estimates indicate that the economy turned in 6 
percent real growth, 50 percent above the target level, as a 
result of a bumper harvest. 


Agriculture: Agriculture is the primary economic activity in 
Burkina Faso, contributing approximately 30 percent of GDP and 
providing the largest percentage of exports. From 1982-87, 
cereal production rose at an annual rate of 4.7 percent, the 
highest in the Sahel for that period. In recent years, most 
notably 1989 and 1990, production decreased due to poor rains. 
Good rains in 1991 boosted agricultural production. Cereals 
production increased by 36 percent, from 1.8 million metric 
tons in 1990 to 2.46 million metric tons in 1991. 


Principal agricultural exports are cotton and peanuts. 

Cotton, Burkina's largest export in 1990, was a primary engine 
of growth in the mid-1980s. In 1987-88, Burkina Faso produced 
58,600 metric tons of cotton fiber, the third-highest yield in 





West Africa behind Cote d'Ivoire and Mali. In 1990, Burkina 
is estimated to have produced 67,000 tons of cotton fiber. 
The continued weakness of world cotton prices in 1991 was 
severely felt in the textile industry. 


The agricultural sector will benefit from the Structural 
Adjustment Program for the Agricultural Sector (PASA), which 
runs through 1993. The program seeks to: 1) increase the 
flexibility of the pricing system; 2) liberalize the marketing 
of agricultural inputs and outputs; 3) enhance tenure security 
over land and water resources so as to promote their 
conservation; 4) foster private initiative and employment 
creation in agriculture; and 5) improve food aid management. 


Livestock: Livestock production (beef, goats, hides, and 
skins), formerly one of Burkina Faso's major exports, has 
levelled off in recent years. Since 1985, its share of GDP 
has remained below 15 percent. Further development is 
dependent on the availability of pasturage and water, which 
the Burkinabe Government is working to sustain, as well as the 
import policies and tax levels of neighboring countries. 


Mining: Once the major growth sector of the economy, the 
mining industry is currently in recession. In 1990, gold 
exports were second only to cotton. In 1991, production 
dropped 26 percent to pre-1986 levels. Revenues, which had 
reached $50 million in 1990, fell to $30 million. 


SOREMIB, the nation's largest parastatal mining company, is 
experiencing serious financial difficulties. The collapse of 
a shaft at the Pourra gold mine in 1989 and the consequent 
decline in production, coupled with the falling price of gold 
on world markets and the company's $30 million debt, has made 
the company virtually bankrupt. The government is currently 
seeking an international partner for SOREMIB. 


In August 1991, the Burkinabe Government announced that it had 
reached agreement with a Canadian mining company to begin 
exploration of the manganese mines in Tambao, in the northeast 
part of the country. Though actual development is still some 
time in the future, the venture will ultimately create 
approximately 200 jobs and bring revenues in the form of 
various taxes. Other mineral deposits include zinc; a joint 
Swedish-Burkinabe venture to mine zinc at Perkoa is scheduled 
to begin production in 1993. 


The mining code has been undergoing extensive revision for the 
past year and should be issued within the coming year. The 
goal, in keeping with the structural adjustment program, is to 
promote private investment and development and to bring 
Burkinabe law more in line with world standards. 





Government Finance: Tax revenues (direct taxes, indirect 
taxes, customs stamps, and registration fees) continue to be 
the most important sources of government funds. About one half 
comes from taxes on international trade, primarily import 
duties. The government currently plans to implement a 
value-added tax (TVA) at some point in the next year, to 
replace the current turnover tax (TCA). Rapid expenditure 
increases plagued the fiscal budget from 1985-89 when 
government outlays grew by 40 percent. Structural adjustment 
measures aimed at controlling government spending were 
implemented in 1990, and the fiscal deficit for 1990 was 
reduced by 1.3 percent of GDP to approximately $175 million. 
The government experienced revenue difficulties in 1991, but a 
larger-than-anticipated reduction in government spending 
counterbalanced the revenue shortfall. 


Government monetary policy is determined by a regional central 
bank, the West African Central Bank (BCEAO), in coordination 
with other members (Benin, Cote d'Ivoire, Mali, Niger, Senegal, 
and Togo) and with France. The BCEAO issues the CFA Franc 
(CFAF), used in Burkina Faso and all member countries; the CFAF 
is tied to the French Franc (FF) at the fixed rate of 50 CFAF 
to 1 FF. The CFA Franc is also backed by the French Treasury. 
It is widely used in international business transactions and is 
not subject to exchange controls. 


Banking: The Burkinabe banking system is comprised of three 
commercial banks, two specialized development institutions, a 
savings bank, and three non-bank credit institutions. In 1990, 
the banking sector continued to deteriorate. The amount of 
nonperforming loans reached $80 million, commerical banks' 
deposits in the West African Monetary Union (UMOA) money market 
declined sharply, and a series of BCEAO audits concluded that 
the three commercial banks -- the International Bank of Burkina 
Faso (BIB), the National Development Bank (BND-B) and the 
Commercial Bank (BFCI-B) -- were in desperate need of 
restructuring. 


Pursuant to the structural adjustment program, the Burkinabe 
Government has undertaken a comprehensive reform of the banking 
sector. BIB and BND-B have already completed their 
restructuring program; restructuring of BFCI-B is currently 
under way via a merger with the Independent Investment Bank 
(CAI) and the Revolutionary Banking Union (UREBA). The 
government has reduced its participation in the BIB below the 
World Bank's 25 percent ceiling and has opened the other two 
banks to private capitalization. 


Wages: All workers in Burkina Faso are by law guaranteed 
minimum wages. In practice, most workers' wages are set by 
collective agreements and are above the set minimum wage. In 





1985 and 1986, austerity measures were taken and all public and 
private sector wages were reduced drastically (from 4 percent 
for the lowest wages to 12 percent for the highest). In 1987, 
a combination of measures restored total civil service wages to 
1983 levels, and in 1988 wages were increased by 6 percent. A 
Salary freeze, reduction in housing benefits, suspension of 
recruitment and a program of voluntary departure from the civil 
service helped reduce the government wage bill in 1991, to a 
level slightly below World Bank targets. It is unlikely, 
however, that the government will be able to meet the bank's 
1992 wage bill targets, given the cost of rehabilitation of 
state employees dismissed in the 1980s for political reasons 
and a number of concessions made to the unions in a December 
1991 agreement. 


B c P : Burkina Faso has a chronic trade 
imbalance, as receipts from exports of goods and services 
typically cover only 30 to 40 percent of imports. The 
country's current account deficit is moderated, however, by 
remittances from the millions of Burkinabe laborers working in 
neighboring countries and donor grants. From 1986 to 1988, 
these factors, together with net capital inflows, gave Burkina 
Faso a slight balance-of-payments surplus. 


In 1989, however, the drop in gold exports and a fall in cotton 
prices, coupled with increased imports and a decline in 
workers' remittances, led to a dramatic deterioration in the 
country's trade balance. In 1990, recovery in the gold and 


cotton sectors reduced the current account deficit to around 14 
percent of GDP (from over 17 percent in 1989) and brought the 
balance of payments more nearly into balance. Although figures 
are not yet available for 1991, it is likely the 
balance-of-payments deficit widened, in the face of low world 
cotton prices and continuing difficulties in the gold mining 
sector. 


From 1967 to 1987, Burkina Faso's public debt 
increased from $17 million to $866 million. With the 
implementation of structural adjustment, Burkina Faso has begun 
paying off its arrears, so that its overall debt remained about 
the same-- $865 million-- in 1991. 


Development Assistance: In 1990 international assistance 
amounted to $140 million. External donors provide 79 percent 
of the financing for the government's First Five Year Plan 
(1986-90). The structural adjustment program has significantly 
increased foreign assistance with the World Bank's approval of 
an $80 million structural adjustment loan to Burkina Faso. 
France's historic ties to West Africa make it by far the 
largest donor. Other countries, including Germany, the 
Netherlands, Denmark, and Italy, participate in the structural 
adjustment program or provide independent support for a wide 
variety of development programs. 





III. IMPLICATIONS FOR THE UNITED STATES AND AMERICAN BUSINESS 


TRADE. U.S. exports to Burkina Faso in 1991 amounted to a 
record $23.6 million, a 60 percent increase over 1990's $14.7 
million. U.S. exports to Burkina include cereals, dried milk, 
used clothing, edible oils, and industrial, electrical, and 
communications equipment. 


The Burkina market is a small one, but it should be considered 
by American firms in their sales plans to tap the West African 
market. Burkina shares a common currency with Cote d'Ivoire, 
Senegal, Mali, Niger, Togo, and Benin, which makes it a part 
of a significant and growing regional market. The CFA Franc 
is fully convertible. Attractive import prospects include 
small-scale gold and mining equipment, rice, wheat, cornmeal, 
sorghum, beans, cigarettes, tractors, dumpers, bulldozers, 
textiles and textile machinery, communications equipment, 
color television receivers, agricultural tools and machinery, 
well-drilling equipment, and pharmaceuticals. In the West 
African region, Burkina Faso has the reputation of having very 
little corruption and an able and productive work force. 


INVESTMENT. The structural adjustment program now under way 
provides for a comprehensive revision of tax, fiscal, and 
investment regulations. A revision of the mining code is 
expected to be complete within the coming year. This 
revision, plus programs to improve the dissemination of 
information on mining potential and to step up negotiations 
with interested investors by 1993, will improve and stabilize 


productivity in an industry with significant export 
development potential. 


The government has completed revisions to the investment 

code. The complicated schedule of customs duties and 
exceptions has been replaced by one uniform 13 percent duty on 
material, machines, equipment, and spare parts. A three-tier 
investment regime, divided by size of the enterprise (greater 
or less than $750,000), nature (domestic or export production) 
and location (within or outside the two major cities) offers 
various levels and lengths of exoneration from taxes and 
licensing fees. 


Any U.S. firm seeking to export to Burkina Faso or needing 
information on Burkinabe economic policies, investment laws, 
Or customs regulations should contact the U.S. Department of 
Commerce, Office of Africa, Burkina Faso Desk, tel. (202) 
377-4388; the Embassy of Burkina Faso in Washington, D.C., 
tel. (202) 332-5577; and the Economic/Commercial Officer, 
American Embassy, 01 B.P. 35, Ouagadougou, Burkina Faso, tel. 
(226) 30-67-23/24/25. or (226) 33-34-22. 





